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MAIL SERVICE, COSTS, AND POSTAGE RATES 


een EFFORTS to make the Post Office more 
nearly self-supporting and to improve its service to 
the public are now being exerted by the Eisenhower ad- 
ministration. For the second straight year the President 
has asked Congress to increase the wages of postal em- 
ployees, at the same time making more than compensatory 
increases in postage rates, so that the perennial postage defi- 
cit will not be enlarged but on the contrary somewhat re- 
duced. Congress last summer voted a 5 per cent pay boost but 
refused to approve increases in mail rates, and President 
Eisenhower vetoed the bill when sent to him toward the 
close of the 1954 session. ! 


Current signs are that the 84th Congress is no more will- 
ing than was the 83rd to accept the administration’s counsel 
on postal affairs. Speaker of the House Rayburn (D-Tex.) 
indicated in January that he would throw his influence 
against any increase in the first-class mail rate, and no hear- 
ings have yet been scheduled on the administration bill to 
revise the rate structure. The Senate Post Office Com- 
mittee, meanwhile, has agreed to report, not a bill to carry 
out the administration’s wage recommendations, but a dif- 
ferent bill sponsored by the committee’s chairman, Sen. 
Johnston (D-S.C.), and 20 other senators. The pending 
bill would give postal workers a pay increase of more tnan 
10 per cent instead of the average increase of 6.5 per cent 
proposed by the President. It makes no provision for the 
reclassification of postal jobs which was an integral part 
of the administration plan to increase Post Office efficiency. 


In a special message to Congress on Jan. 11, outlining ¢ 
program of wage and rate increases, President Eisenhower 
said an “increase in the average wage of postal employees” 
was an “essential step in bringing the wage scale into line 


1 Announcing a “pocket veto”’ on Aug. 23, 1954, the President explained that 
the bill would have added $112 million to the cost of operating the postal 
service. “We cannot permit the deliberate operation of our Postal Department 
at a gigantic loss because a few are opposed to adequate postal rates.” 
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with non-governmental standards.” But inasmuch as 
“sound fiscal management requires consideration of rev- 
enues as well as costs,” he asked Congress at the same time 
“to adjust postal rates to provide needed revenue.” 


EISENHOWER PROPOSAL FOR RAISING POSTAL WAGES 


The administration program was embodied in two identi- 
cal bills on the wage phase, and two on the rate phase, in- 
troduced in the House on Jan. 25 by Chairman Murray (D- 
Tenn.) of the Post Office and Civil Service Committee and 
by Rep. Rees R-Kan.), ranking minority member of the 
committee. The proposed wage legislation, estimated to 
cost about $129 million a year, provided for an increase of 
5 per cent in the basic pay of the 500,000 postal workers and 
small additional increases for most employees, through an 
extensive reclassification of jobs in the postal service, with 
the overall pay increase averaging 6.5 per cent. 


Job reclassification, the President said in his message, 
would “eliminate the inequities inherent in the present 
inflexible system which requires assignment of all employees 
to a limited number of job titles, in many cases having no 
relation to the work actually performed.” Under the new 
system wages would be “based on the actual duties and 
responsibilities of the position.” Postmaster General Sum- 
merfield told the House Post Office Committee, Feb. 1, that 
the job reclassification and pay legislation was of “extra- 
ordinary importance ... to the efficient and successful 
operation of the postal establishment.” 


The Hoover Commission on Organization of the Executive 
Branch recommended, in its report on Personnel and Civil 
Service on Feb. 13, that the President terminate “political 
clearance of eligibles for appointment as rural letter car- 
riers.” Elimination of patronage in the postal service has 
been an objective of reform groups since the 1880s. Post- 
masters in the small fourth-class offices have been appointed 
on a full merit basis for more than 40 years. Candidates 
for postmaster in the larger offices have been required to 
take competitive examinations since 1917, but the actual ap- 
pointments have continued to be made by the President, 
with Senate confirmation, under a method of selection that 
gives leeway for political choices.” 

Under President Wilson, and again for a brief period under Franklin Roose- 
velt, selection of the candidate who had the highest examination rating was 
mandatory. At other times, as at present, the so-called rule of three permitted 


choice of any candidate among the first three eligibles. See ‘‘Federal Patron- 
age,”’ E.R.R., Vol. II 1948, pp. 733 and 737-738. 
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Appointment of postmasters since 1938 on a permanent 
basis, rather than for four-year terms, has made the Post 
Office a less abundant source of patronage than formerly, 
but it has not been entirely freed of politics. The first 
Hoover Commission in 1949 advocated elimination of the 
requirement of Senate confirmation of postmasters and pre- 
dicted large savings as a result of that and other proposed 
reforms. However, Congress did not see eye to eye with 
the commission.* 


ADMINISTRATION PROPOSAL FOR HIGHER POSTAGE RATES 


The administration bill on postage rates would raise the 
charges on ordinary letter mail to 4¢ and on domestic air 
mail to 7¢, but the increased rates in each case would apply 
only on the first ounce; the rates would stand at 3¢ and 
6¢, respectively, for each additional ounce. Second-class 
rates would remain unchanged for publications of non- 
profit, educational, and religious organizations; rates on 
other second-class mail, mainly newspapers and magazines, 
would be increased in each category on July 1, 1955, and 
again on July 1, 1956, for an ultimate average increase of 
around 30 per cent. Third-class rates, applying principally 
to circulars and other advertising matter, would be raised 
by about 29 per cent. The only change in fourth-class rates 
(parcel post and books) would be an increase in the book 
rate from 8¢ to 10¢ for the first eight ounces. 


PROPOSED POSTAGE RATE INCREASES AND YIELDS 

New revenue 
Present rate Proposed rate (millions) 
First 3¢ 4¢ $237.0 
Air mail 6¢ 7¢ 13.8 
Second Various Up 30%* 17.5} 
Third Various Up 29% 72.9 

Fourth (Books) 8¢ 10¢ 


* Spread over two years. + In second and subsequent years. 


It has been estimated that the above increases, when in 
full effect, would yield additional annual revenue of almost 
$343 million. Postage rate increases rejected by Congress 
last year would have yielded only $240 million in additional 
revenue annually. It was proposed then that the 4¢ first- 
class rate apply only on non-local letter mail; the percent- 
age increases were larger for second-class mail, smaller 


*See “Postal Deficit,” E.R.R., Vol. I 1950, pp. 407-408. 
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for third-class mail, than under the schedules now recom- 
mended. 


The first title of the present administration bill is desig- 
nated “The Temporary Postal Rate Increase Act, 1955,” 
and the proposed rates have been referred to as “temporary 
increases.”” Actually, however, the bill provides that the 
new rates “shall remain in force and effect until changed 
or modified” by a proposed Commission on Postal Rates. 
The commission to be created by “The Postal Commission 
Act of 1955,”’ which forms the second title of the bill, would 
be a bipartisan body of three members appointed by the 
President for staggered seven-year terms. By empowering 
it to “determine and prescribe a fair and reasonable do- 
mestic postal-rate structure,” under certain specified stand- 
ards, Congress would delegate to the commission its present 
authority to fix postage rates 


























INCREASED POSTAGE RATES AND THE PUBLIC 


The Post Office Department has laid special stress on the 
point that the proposed increase in the first-class rate would 
not fall heavily on non-commercial users of the mails. This 
contention seems to be based on a 1953 survey by the Na- 
tional Industrial Conference Board, which indicated that 
business was the source of as much as three-fourths to four- 
fifths of total postal revenues. Postmaster General Sum- 
merfield frequently has observed that a 1¢ increase on first- 
class mail would cost the average family no more than about 
10¢ a month. 





Results of a Gallup poll, announced Jan. 23, indicated that 
51 per cent of the public favored increasing the first-class 
rate from 3¢ to 4¢, and that 54 per cent favored raising the 
air-mail rate from 6¢ to 7¢. The survey found the greatest 
opposition to higher first-class rates among farmers and 
residents of small towns and rural areas. A survey made 
for the Post Office Department by the Wengel Service Corp. 
of Princeton, N. J., a year earlier, indicated that 56 per 
cent of the public would favor increasing first-class rates, 
74 per cent would approve raising second-class rates, and 
83 per cent would not object to boosting third-class rates. 
Furthermore, 78 per cent thought the Post Office ought to 
take in enough money from postage to pay all its costs. 












The Postmaster General pointed out on Feb. 7 that 
“This vast business-type enterprise . .. is now losing 
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money at the rate of at least a million dollars every work- 
ing day.” “The American people,” Summerfield said, “are 
adult enough to know they only deceive themselves by keep- 
ing postal rates artificially low and taxing themselves to 
pay the difference.” 


PosTAL SITUATION AFTER Two YEARS OF G.O.P. REGIME 


“Considerable progress is being made,” President Eisen- 
hower said in his budget message on Jan. 17, “in providing 
better postal service to the American people at lower cost 
to the taxpayer.” 


Movement of first-class mail has been expedited. Substantial 
investments have been made in capital improvements and in skilled 
personnel which are just beginning to pay dividends. Long-term 
leases are being negotiated which will permit acquisition of needed 
modern postal facilities. Promising experiments in new equipment 
are under way which, if successful, will revolutionize mail-handling 
techniques. Largely because of these savings, the net expenditures 
of the Post Office under existing laws have been reduced to the 
lowest level in the last eight years. 


The President noted in his Jan. 11 postal message that 
the Post Office was “constantly working to reduce... [its] 
deficit by improving the efficiency of its operations.” * He 


noted that the deficit had been cut from $727 million in 
fiscal 1952 to $399 million in fiscal 1954. A further drop 
in the postal deficit—to an estimated $315 million—is cur- 
rently anticipated for fiscal 1955. Should the administra- 
tion’s proposed increases in postal wages and rates both 
go through unaltered—an event that now seems unlikely 
—the deficit might decline to little more than $100 million. 


The reduction in the postal deficit attained to date has 
been effected in part through certain bookkeeping opera- 
tions. Airline subsidiés, which amounted to almost $73 
million in fiscal 1953, were transferred from the Post Office 
Department to the budgét of the Civil Aeronautics Board 
in the autumn of 1953. Reimbursement of the Post Office 
for costs of handling franked mail for Congress and free 
mail for the government departments was ordered by a 
law enacted in August 1953. Payments for franked mail 
between Aug. 15, 1953, when the act became effective, and 
June 30, 1954, totaled about $1.2 million; for free mail, 
about $33.6 million. 


‘The 1952 Republican party platform had pledged ‘a more efficient and fre- 
quent mail delivery service.” In his first State of the Union message in Febru- 
ary 1953, President Eisenhower said the Postmaster General would “institute 
a program directed at improving service while . . . reducing costs and decreasing 
deficits.” 
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The decrease in the deficit was aided also by efficiency and 
economy measures and by increases in certain postage rates 
and fees which the Postmaster General has authority to fix. 
Parcel post rates were raised about 36 per cent in October 
1953 to yield an additional $160 million a year; international 
mail rates, box rents, and other rates and fees also have been 
increased. But all these measures taken together have not 
been enough in themselves to eliminate the deficit. And the 
Post Office Department insists that new postal revenue is 
needed to meet increased costs, to provide adequate facili- 
ties for the growing volume of mail, and to improve service. 
In the meantime, it is up to Congress to answer the basic 
question—just what should the Post Office be and do? 


Post Office as Business or Public Service 


DISPUTES over the proper role of the Post Office are com- 
plicated by the fact that it has characteristics of both a 
public service and a business enterprise. On the one hand, 
the Post Office renders a more direct and universal serv- 
ice than any other governmental institution. On the other 
hand, its very size puts it in the class of big business. “After 
all, the Department is not just big: It is gigantic.” ® 


The Post Office takes in more than $2.5 billion a year. It 
employs over 500,000 workers, operates nearly 40,000 post 
offices, and uses 30,000 vehicles daily. It delivers more than 
52 billion pieces of mail annually—about 325 for every 
person in the United States. To assure delivery of a 3¢ 
letter sent from one large city to another, the postal service 
must carry out 18 separate operations. The Post Office is 
engaged in collecting, transporting, selling, renting, and 
banking activities, and it loses money on most of them. 





The U. S. Post Office runs up a larger deficit than any 
other national postal system. Not only do the postal estab- 
lishments of other countries make profits; they are said to 
give better service. Many European cities, for example, 
have four or five deliveries a day, and British and French 
post offices perform an even wider variety of non-postal 
services than does their American counterpart. The main 
reasons why the U. S. Post Office loses more money than 





Charles B. Coates and Robert L. L. McCormick, “Basic Problem: Business or 
Public Service," Nation’s Business, January 1954, p. 46. 
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those abroad are that costs in this country are higher, 
distances greater, and rates lower. Postage on an ordinary 
letter, 3¢ here, is 4.17¢ in England, 5¢ in Canada, 8.5¢ in 
Sweden, and 9.6¢ in Germany. 


Moreover, the U. S. Post Office has little control over its 
costs. Congress fixes the salaries of postal employees and 
sets the rates on first-, second-, and third-class mail. The 
Post Office fixes the rates for international mail, special 
services, and, with the assent of the Interstate Commerce 
Commission, for parcel post, controlled-circulation publica- 
tions, and catalogs. Transportation rates for mail carried 
by the railroads are fixed by the I.C.C. and for mail car- 
ried by the airlines by the Civil Aeronautics Board. 


Those who say the Post Office is primarily a public serv- 
ice maintain that Congress should set all postage rates. 
Those who argue that the Post Office should be self-support- 
ing say the Postmaster General should have more extensive 
discretion in rate-fixing. Any final determination of that 
question depends, in the last analysis, on whether the Post 
Office is to be treated as a business or a public service. ‘The 
big question,” says Deputy Postmaster General Charles R. 
Hook, Jr., “is what portion of the cost should users of the 
mail pay and what portion should the taxpayers pay through 
general taxation.” ® 


EVOLUTION OF U. S. PosTAL PoLicy; GRowTH OF DEFICIT 


Neither Congress nor successive Presidents have found 
it possible to give a final answer to the question of whether 
or not the postal service should be fully self-supporting. 
Although most administrations have paid lip service to the 
idea that the revenues of the service should be sufficient to 
cover its expenditures, they usually have not fretted too 
much about deficits; it always has been easy to fall back on 
the theory that the postal service should be conducted pri- 
marily for the convenience of the public and not for profit. 


The Post Office was able to show small surpluses until 
1837, but since then there have been comparatively few 
years in which its operations did not result in deficits. Sur- 
pluses have been recorded in only 13 years of the present 
century—the last time in fiscal 1945. Deficits in the ensuing 
nine fiscal years—aggregating $4.2 billion—exceeded the 
combined deficits of the 156 years preceding 1945. “The 


8 Copyrighted interview in U. S. News & World Report, June 4, 1954, p. 50. 
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interest alone on this portion of the national debt,’’ Post- 
master General Summerfield told a Washington audience 
on Jan. 29, “is now costing American taxpayers more than 
$100 million a year.” It has been estimated that the postal 
deficit costs the head of an average American family about 
$8 a year not counting his direct outlays for stamps and 
other postal services. 








Growth of the postal deficit has been due in no small 
measure to multiplication of Post Office activities through 
the years. Among the many improvements and expansions 
of service, few of which have been self-supporting, have 
been the following: 













1855 





Registered mail 1911 Postal savings 
1863 Free city delivery 1913 Parcel post, insurance, C.O.D. 








1867 Money orders 1918 Air mail 
1885 Special delivery 1945 Postal notes 
1896 Rural free delivery 1948 Air parcel post 













Paralleling the expansion of postal services—and con- 
tributing in turn to growth of the deficit—has been the en- 
couragement given by Congress to circulation of news and 
information by the printed word, the so-called educational 
use of the mails. Congress, by a series of laws, has given 
“preferred status to users of the mails whose activities or 
publications may serve to promote the dissemination of in- 
formation and, in particular, information presented to the 
public in such a way as to encourage the educational 
processes.” ? 



















As a result, newspapers, periodicals, and books are car- 
ried through the mails at less than cost and in some cases 
without charge. Reduced rates for newspapers and periodi- 
cals were established by laws adopted in 1792, 1794, and 
1863. The so-called free-in-county privilege for weekly 
newspapers was granted by an 1851 statute. Classes of 
mail were established in 1879, and the conditions under 
which periodicals might qualify for second-class privileges 
were stipulated in that year and by subsequent acts in 1894 
and 1912.5 














National Education Association, “A Report on the Educational Use of the 
Mails,’’ in Postal Rates and Postal Policy of the Post Office Department (Report 
of the Advisory Council of the Senate Post Office Committee, Mar. 24, 1954), 
p. 196 








* Generally, a publication entitled to second-class privileges must (1) appear 
regularly at stated intervals, (2) be issued from a known Office of publication, 
3) consist of printed matter without substantial binding, and (4) be published 
for the “dissemination of information of a public character or devoted to litera- 
ture, the sciences, arts, or some special industry,"’ or be published by an “insti- 
tution of learning” or a professional or fraternal society 
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Newspapers ‘or periodicals published by non-profit or- 
ganizations were put in a preferred category within the 
second class and granted a special reduced rate by a 1925 
law; similar privileges were accorded comparable third- 
class matter in 1951. A reduced rate for books was estab- 
lished by presidential executive order in 1938; the prefer- 
ential rate, increased in 1948, was extended in 1953 to audio- 
visual materials used in education. 


Post OFFICE VIEW OF DEPARTMENT AS PUBLIC UTILITY 


The present postal administration maintains that the 
Post Office is “fundamentally a public utility ..., managed 
and operated by the government as a communication and 
transportation system,” and that “the total cost of these 
services should be paid by the users and not from general 
taxation.” The department’s goal, according to Postmaster 
General Summerfield, “is a just rate for all patrons of the 
Post Office.” ® 


Summerfield has long held that the Post Office is a com- 
bination of business and service. He denies that, because 
the Post Office is engaged in a service operation, it should 
be financed by persons other than its users. The depart- 


ment’s position is that users of each class of mail generally 
should pay enough postage to cover the cost of carrying that 
class of mail. “The Post Office believes that each class... 
should ‘pay its way’ and not be allowed to become a finan- 
cial burden on patrons of the other classes.” !” 


President Eisenhower—although noting that the cost of 
certain postal services ought to be paid out of direct ap- 
propriations and not be borne by users of the mails—has 
recommended that Congress adopt a policy that will “ensure 
that in the future the Post Office Department will be essen- 
tially self-supporting.” To reach that objective, the Presi- 
dent urged Congress to lay down a broad formula to govern 
postage rates but leave the actual fixing of rates to an inde- 
pendent commission. Whenever costs changed significantly, 
the Post Office would suggest rate changes, and the pro- 
posed Commission on Postal Rates would make thorough 
analytical studies before ordering changes. It would be the 
duty of the commission also continuously to reappraise the 


* Post Office Department, Financial Policy for the Post Office Department 
(Mar. 31, 1954), pp. 5, 15. 


“ Jbid., p. 18. Previous administrations have expressed similar views See 
“Postal Deficit,”” E.R.R., Vol. I 1950, pp. 399-400 
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soundness of the rate structure. This arrangement, the 
President said in his postal message to Congress, would en- 
able the Post Office to keep its charges “sufficiently flexible 
to reflect changes in costs and the developing needs of a 
dynamic economy.” 


OpPposING CONCEPT OF Post OFFICE AS PUBLIC SERVICE 

Many private individuals, members of Congress, and 
large-scale users of the reduced-rate mail classes hold the 
view that the Post Office is essentially a public service. An 
advisory council appointed by the Senate Post Office Com- 
mittee in March 1953 recommended that Congress adopt a 
resolution to that effect. The council maintained that mail 
rates should reflect the “contribution of each class’ of mail 
to the general welfare and the value of the service per- 
formed for each class.” "' 


Advocates of this concept assert that, inasmuch as the 
Post Office serves the general public interest, its excess costs 
may be legitimately charged to the general taxpayer. The 
so-called postal deficit, it is argued, should not be considered 
a deficit at all. In a report prepared for the Senate Post 
Office Committee, the National Education Association ob- 
served that “The Post Office Department seems to be the 
only major federal agency concerned with a ‘deficit’ in its 
operations.” 


Certainly it is not said of the Departments of Commerce, Agri- 
culture, Labor, or Interior that they incur deficits in their overall 
operations. .. . The activities of ... [these] departments... , and 
of practically all other federal agencies, are public services which 
the federal government offers to all citizens in order to promote 
the general welfare. The question might well be asked: Why should 
the postal service be excepted from the general rule? * 


The N.E.A. report concluded that the mails performed an 
educational service of sufficient value to justify charging off 
a portion of the cost as an expenditure for the general 
welfare."* 


The Senate Post Office Committee’s advisory council rec- 
ommended that Congress retain in its own hands the fixing 


11 Postal Rates and Postal Policy of the Post Office Department (Mar. 24, 
1954), p. 7 


2 National Education Association, op. cit., p. 230 


“The N.E.A. defined educational use of the mails as “the employment of 
the postal service to send or receive mail by (1) educational institutions, (2) 
organizations of persons seeking to promote the cause of organized education, 
(3) commercial enterprises furnishing instructional materials to educational in- 
stitutions, and (4) all persons and organizations seeking to influence public 
opinion through the printed word.”’ 
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of all postal rates and fees because—among other reasons 
—the Post Office has an “absolute monopoly on first-class 
mail and a practical monopoly on the other classes’; as a 
monopoly affecting the welfare of every citizen, it should 
be “directly responsible . . . to the Congress as representa- 
tives of the American people.” '* 


Causes of Poor Service and Large Deficits 


ONE REASON the Post Office has difficulty in providing 
better service and cannot cover its costs is that it does not 
now have enough modern mail-handling facilities to take 
care of the increased mail economically and with dispatch. 
Mail volume is twice as large as before World War II, but 
the handling facilities have remained about the same. The 
volume of mail carried annually has grown from over 5 bil- 
lion pounds and 26 billion pieces in fiscal 1938 to 11 billion 
pounds and more than 52 billion pieces in fiscal 1954. But 
no new post offices have been built since 1938."" 


Post Office officials say the department has outgrown its 
facilities all over the country. Deputy Postmaster General 
Hook has directed attention to the “tremendous need for 
improving the physical plant” brought about by the growth 
in population and by the expansion of cities. ‘“We’re 
bulging at the seams,” he said last year. 


Another of the difficulties in our older facilities is that they 
weren’t laid out for modern machinery or equipment. They were 
public monuments—not business offices. They are not laid out to 
permit the installation of conveyors and other new machines that 
we are working on. 

Also, present facilities were built largely for train-type opera- 
tions, so that where trucks or air lines are more feasible there is 
often insufficient tail-gate space. In many cities—for example, 
3oston—we can only back four intercity trucks into the post office, 

. an insignificant number.” 


Handicapped by such physical limitations, the Post Office 


14 Postal Rates and Postal Policy of the Post Office Department (Mar. 24, 1954), 
pp. 7, 17. Cranston Williams, general manager of the American Newspaper 
Publishers Association, in a letter to the Washington Post and Times Herald, 
Feb. 3, 1955, said the A.N.P.A. believed that Congress, ‘acting for the people,” 
should retain the power to establish postal rates and policie 

% Acquisition of new post office buildings under the so-called lease-purchase 
plan was made possible by a measure enacted last year. Under this plan new 
structures built for the government by private interests are paid for in annual 
installments similar to rent. See “‘Record of the 83rd Congress, Second Session,” 
E.R.R., Vol. Il 1854, p. 585. 


* Copyrighted interview in U. S. News & World Report, June 4, 1954, pp. 51-52 
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maintains that its inadequate facilities retard its improve- 
ment program and contribute to its deficits. 


RistnG Costs OF OPERATION IN FACE oF STATIC RATES 


Another reason the Post Office cannot make ends meet is 
that costs of everything it uses have almost doubled since 
before the war, while charges for its services have risen 
either not at all or too little to offset the increased costs. 
“We are operating our Post Office Department on a pre- 
war price level and a postwar cost level,’”’ Postmaster Gen- 
eral Summerfield told the National Business Publications 
group in Washington on Jan. 29. 


The first-class letter rate has been the same since 1932, 
but the cost of handling a 3¢ letter has about doubled. Rates 
on second-class mail are substantially the same today as 
they were in 1932 despite three 10 per cent increases since 
1952.'7 At present, according to a Post Office Department 
statement on Jan. 24, ““Revenues from second-class mail 
hardly cover the cost of transportation between post offices, 
let alone the expense of handling, distribution, and 
delivery.”” In the last four years second-class mail costs 
have risen nearly $52 million, while increased rates have 
produced only $13 million in new revenue. Third-class rates 
have been raised more than 50 per cent since World War II, 
but costs have climbed since 1950 by $108 million and in- 
creased rates have yielded only $41 million in additional 
revenue. 


Moderate increases in some postage rates have been far 
outdistanced by the skyrocketing costs of transportation, 
equipment, and labor. Since 1932 there have been two in- 
creases in railroad rates for handling mail and five general 
postal wage increases. Postwar inflation lifted postal costs 
far above the gains in revenue from expanded volume and 
limited rate changes. The larger volume and the rate in- 
creases and service reimbursements brought a rise of $626 
million in annual postal revenues between 1945 and. 1954, 
but wage increases and higher prices for supplies, services, 
and transportation made costs climb nearly $1.4 billion in 
the same period.'* 


This 30 per cent increase in effect did away with rate cuts put into force in 
1934 


‘Financial Policy for the Post Office Department, pp. 50-51. President Eisen- 
hower informed Congress, Jan. 11, that the largest part of the postwar increase 
in postal expenditures was accounted for by pay increases. Total wage out- 
lays rose from $858 million in fiscal 1945 to more than $2 billion in fiscal 1954 
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UNEQUAL CONTRIBUTIONS OF VARIOUS POSTAL SERVICES 


President Eisenhower stated in his postal message that 
“The rate established for each service should reflect the 
value of that service in terms of speed, priority of handling, 
and the privileges incorporated in each class of mail.” The 
President termed the revenue contributions of first- and 
second-class mail “‘clearly inadequate,” and he pointed out 
that the third-class contribution “fell substantially below 
the cost of providing this service and was a major factor 
... [in] the postal deficit.” 


DISTRIBUTION OF MAIL AND REVENUES, BY CLASSES OF MAIL, 
IN FIsScAL 1954 
% of total % of total « of total 
pieces handled weight revenues 
First class 52 7 39 
Second class 12 25 3 


Third class 27 ll 


“=f 
Fourth class 2 25 
Domestic air mail 3 5 
International 1 
Miscellaneous 3 1: 


Despite the fact that in fiscal 1954 the revenue from first- 
class mail exceeded costs of handling by more than $63 mil- 
lion, postal officials do not believe that letter mail—in view 
of the priority and security it receives—pays an adequate 
share of total costs. Second-class mail, for many years 
responsible for the largest share of the postal deficit, failed 
by more than $232 million to pay its way in the last fiscal 
year; the revenues covered only 21 per cent of the costs. 
Third-class mail each year has produced a diminishing per- 
centage of its handling costs; 30 years ago the revenue 
amounted to over 97 per cent of costs, but in fiscal 1954 the 
ratio was only 63 per cent and revenues fell $147 million 
short of covering costs. 


It has been argued that, because second- and third-class 
mail is not given preferential treatment, it should be car- 
ried at a discount. Furthermore, because most post office 
facilities were designed to meet the specific needs of first- 
class mail, it is contended that it is unreasonable to expect 
the subordinate classes to pay a proportionate share of total 
costs; the costs would be far less had the facilities been 
designed to handle only second- and third-class mail. Ac- 
cording to this line of reasoning, the Post Office exists pri- 
marily for the delivery of first-class mail and that class 
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therefore should carry all fixed costs of the postal establish- 
ment. 


The Post Office Department itself, on the other hand, 
points out that it has a “multiple responsibility” to handle 
all four classes of mail and that “much second- and third- 
class mail simultaneously receives the same expeditious 
treatment as does first-class mail.’”’ Recognizing the “‘justice 
of charging more for a preferred [and] less for a deferred 
service,” the Post Office does not ask that second- and third- 
class mail meet all handling costs. But it has recommended 
that the “difference in rates reflect reasonably the differ- 
ence in the degree of deferment or preferment, as well as 
the carefully estimated worth of other factors, when perti- 
nent.”” The argument that first-class mail is its “principal 
line,’ and that the other classes constitute merely fringe 
operations, “collapses entirely,” the Post Office asserts, be- 
fore the fact that the principal line accounts for only 7 per 
cent of total weight whereas the fringe operations comprise 
88 per cent.'® 


Steps to Improve Service and Cut Deficits 


MEASURES taken by the Post Office Department in at- 
tempting to improve service and reduce the postal deficit 
include changes in management policy, modernization of 
operations, and experiments with new techniques. Despite 
widespread complaints that the mail service itself has de- 
teriorated, some observers assert that “1954 will go down in 
history as the year when the Post Office did more to improve 
its management than in any year of the past 100.” °° 


Administration of postal operations, formerly concen- 
trated in Washington, has been decentralized. Recom- 
mended as long ago as the 1880s, decentralization at last 
got under way late in 1953. Fifteen regions have been set 
up; eleven regional operations offices have been opened since 
the program was instituted in November 1953, and four 
others are to be opened by June 1955. Authority over 
almost all except major policy decisions has been delegated 

Financial Policy for the Post Office Department, pp. 151-152, 134-135. 


*” Charles B. Coates and Robert L. L. McCormick, “The Great Unmentionable: 
Postal Politics,” Nation’s Business, January 1955, p. 45. The authors were on 
the staff of the first Hoover Commission. 
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to regional operations managers. Postmaster General Sum- 
merfield told the Senate Post Office Committee in February 
that the regional offices had proved economical, had re- 
moved an administrative burden, and were a necessity in 
view of defense requirements.*! 


Uneconomic fourth-class post offices in rural areas have 
been closed, with extended rural delivery service substi- 
tuted. A number of post offices in urban areas have been 
consolidated. Nearly 2,000 offices have been closed in the 
past two years, and postal authorities have indicated that 
they plan to continue shutting down inefficient small-town 
offices.** 


Revision of Post Office accounting methods has eliminated 
the “cigar-box” accounting system under which postal 
funds were segregated according to source. Cash receipts 
in post offices were divided among four “boxes,’”’ and the 
contents of each box had to be counted and reported sepa- 
rately, recorded in separate books, and kept in separate 
bank accounts. The new procedure, which consolidates all 
receipts at the local post office, is estimated to save $1 mil- 
lion a year. Installation of a modern financial reporting 
system, moreover, has given management officials the data 
needed to make informed decisions. 


One measure, instituted in the words of the Post Office 
Department ‘“‘to reduce the huge losses incurred in han- 
dling third-class mail and to provide an additional service to 
the public,” failed to attain those objectives and will soon be 
dropped. This was the “simplified address” or “junk mail” 
operation, started in August 1953, which enabled adver- 
tisers to cover a whole city or district by addressing direct- 
by-mail solicitation to “Patron” or “Occupant” without 
name or street address. It had been hoped that “junk mail” 
would return a profit to the Post Office, because it would 
not require the detailed handling necessary for other mail. 
But the flooding of postal patrons with unwanted adver- 
tising appeals raised protests throughout the country, with 
the result that it has been decided to discontinue the servi 
on Mar. 31. 


“1 Regional offices already in operation, in the order of opening, are lo 
at Cincinnati, Chicago, Dallas, Portland (Ore.), Minneapolis, St. Louis, 
ington, Philadelphia, San Francisco, Boston, and New York. Offices are 
uled to open at Atlanta, Denver, Memphis, and Kansas City. 

Coates and McCormick have implied that only politics prevents closin 
more rural post offices. They have noted that Kentucky, 19th state in popula- 
tion and 36th in area, has more post offices than any other state except Penn- 
sylvania.—Nation’s Business, January 1954, p. 47, and January 1955, p. 84 
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Notwithstanding the Republican platform pledge to re- 
tore more frequent mail deliveries, the Post Office Depart- 
ment decided not to resume the former two rounds a day in 
residential areas—a service which had been reduced in 
April 1950—because the additional delivery would cost an 
estimated $80 million a year. Postmaster General Summer- 
field has asserted that the cost would have been “excessive 
in relation to the slight additional service . .. given.” He 
explained recently that “The overwhelming bulk of mail 
was and is being delivered anyway .. . in one delivery.” ** 


Summerfield had said earlier that the Post Office “did 
not find sufficient demand for this [twice-a-day delivery] 
on the part of the public,” which was “far more interested 
in getting the mail delivered from Point A to Point B as 
quickly as possible.” °*' To speed the mail, mid-evening, 
though not late-evening, pick-ups from mail boxes were re- 
instated. Postal authorities have contended that mail which 
does not remain in collection boxes overnight arrives at its 
destination 24 hours earlier than under previous schedules. 
Complaints of slow delivery nevertheless have persisted. It 
seems to have been the common experience that letters 
picked up one evening are not delivered until the second 
morning, unless sent by air mail or addressed to destina- 
tions within a narrow radius. 


INNOVATIONS AND EXPERIMENTS IN AREA OF OPERATIONS 


More rapid transportation of first-class mail between cer- 
tain cities was started in October 1953, when the Post Office 
Department began sending 3¢ letters by air whenever plane 
space was available. Originally undertaken on an experi- 
mental basis only between New York and Chicago, and 
Washington and Chicago, the operation has spread to cities 
in 23 states. The experiment was extended first to Florida 
and then to certain points in the Northeast, Midwest, South, 
Southwest, and Far West. Postal authorities, noting that 
millions of pieces of mail have been delivered as much as 
a day earlier, have indicated that they consider the experi- 
ment successful. 


The Post Office has attempted also to make wider use of 
motor transportation. Transport of mail by truck has been 
expanded; more than 250 new short-haul, mail-truck routes 


* Arthur E. Summerfield, “Rates Up, Deficit Down,” Nation’s Business, Janu- 
ary 1955, p. 44 


‘Copyrighted interview in U. S. News & World Report, July 31, 1953, p. 33. 
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have been established in the past two years.*’ Bus lines 
as well have been used increasingly to carry the mail. 
Greater use also has been made of mobile highway post 
offices; nearly 140 are now in service. 


Specially designed, light-weight delivery trucks—some 
with right-hand drive to facilitate curb-side delivery and 
pick-ups—have been put into use in some areas. New 
delivery techniques also are being tried. In the so-called 
cloverleaf delivery system, two-man teams park the mail 
truck at the central intersection of a four-block area. Each 
man delivers all kinds of mail, including parcel post, on two 
blocks, and then the team proceeds to the next four-block 
area. 


To expedite mail handling in the post office, research has 
been undertaken on development of electronic devices for 
automatic “facing,” sorting, and distribution of mail. An 
automatic facing machine was developed last autumn but 
is not yet in use. The National Bureau of Standards and 
several commercial companies have been working on an 
automatic sorting and distributing machine. 


In the 402 cities having the largest post offices, the de- 
partment last August began a campaign to persuade busi- 
ness concerns to “‘mail early and often” in order to break a 
mail-processing bottleneck. The practice followed by most 
companies, of posting the bulk of their mail at the end of 
the business day, resulted in overloading postal facilities 
between 6 P.M. and 9 P.M. In some cities teams of postal 
employees were organized to promote the idea of earlier 
mailing. A majority of postmasters have reported excep- 
tional cooperation from business concerns. 


* The transportation subcouncil of the Senate Post Office Committee's ad- 
visory council reported in late 1953 that “The trucking industry offers a wide 
field for improved service and lower cost for handling a large part of all classes 
of mail.”” The subcouncil estimated that ‘At least $50 million could be realized 
fannually] if trucking facilities were thoroughly investigated and used.’’- 
a and Postal Policy of the Post Office Department (Mar. 24, 1954), 
Ppp. - . 
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